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OREGON. BUSINESS «- JULY & AUGUST 
% Chance (adj.sadjusted for days) 





| July over June August over July 


op Sales-Independent Stores ~- 1.6 adj. # 7.9 adj. 








ank Debits @ 3.4 adj. ¢# 5.0 adj. 
Building Permits 416.1 $85.5 
Lauber Production (wkly. ave, )2/ - 6,7 4 5.7 
Prdinary Life Insurance Sales 4@#1.5 ~ 5.9 
asoline Sales 4 7.0 
employment Compensation Claims -37.9 
Pusiness Failures (liabilities) $95.9 
1/ Western Oregon and “estern Yashington 


(See pp. 7-9 for comment and indexes for 12 Oregon Trade Areas) 











WAGE POLICIES OF THE WAR LABOR BOARD 





Lloyd M, Faust, Research Associate and Assistant Professor 


When the National Yar Lebor Board was established on January 12, 1942, as 
successor to the National Defense iiediation Board, our program for the control 
of inflation was still in an early, undeveloped state, Material shortages of a 
serious nature wers confined chiefly to spscific commodities basic to the rearma- 
ment effort; shortages over a wide range oi: consumer goods had not yet apnoared, 
Under these conditions, the anti-infletion vrosram was centered in scloctive 
price convrols over steel scrav, steel and other metals and metal products, textiles 
ani textile raw materials, and other basic commodities, The creation of the War 
Labor Board occurred against a backrround of concern over losses of production 
through strikes, the inability of the National Deiense ticdiaticn Board to survive 
the dissension caused by its decision in the centive-coal-mine umion-shop dispute 
in iwovember 1941, and the labor-management conference agreement outlawing strikes 
end lockouts for the curation of the war, At the outset, then, it may said that 
the sole concern of the War Labor Board was the speedy settlement of disputes 
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"which might interrupt wor: which contributes to the effective prosecution of 
the war," : : 


Although this should still be considered the principal fumction of the board, 
and in fairness its effectiveness meastred mainly in terms of this objective, 
nevertheless a series of subseauent events has brought the doard into the sroup 
of govermment agencies--Office of Price Administration, the Treasury Department, 
and the Federsi Reserve System--which direct the various measures of price control. 
In the fmergency Price Control Act of January 30, 1942, Congress directed the Var 
Labor Board, and the other agencies of government dealinz with wages "within the 
limits of their authority end jurisdiction, to work toward a stabilization of 
prices, fair and equitable waces and cost of produstion." On April 27, 1942, in 
his message to Congress, the President cirected the board to guide itself, in the 
adjustment of wages, by the anti-inflation policies which were declared in that 
message. 


It is highly probable that the methods of wage control will be greatly — 
stren;thened and the area controlled expanded in the near future, ‘When the * 
President demanded that Congress pass legislation by October 1 to fix farm prices 
at parity or et the price level of some recent date, whichever is higher (the 
present law forbids price ceilings on farm products until farm prices reach, 
generally, 110 per cent of parity), he stated that, with farm prices stabilized, 
he would act to stabilize wages. ‘Whether Congress itself will establish standards 
on the wage issue or leave the problem to the President remains to be seen, In. 
either case, but especially in the latter event, it may be that the wage policies 
of the War Labor Board will be given greater scope in a general wage stabiliza- 
tion program. 





Issues over wares which come to the board can be classified into three 
groups: (1) those cases in which the dispute hes arisen over a wmion demand for 
@ general vege increase for all of its members based upon increases in the cost 
of living; (2) those cases in which the issue is a request for the adjustment of 
local or interregional inequalities in pay; and (3) cases in which the demand 
for a wage increcse is based upon the claim that the existing wage is below the 
level considered necessary to produce a decent standard of living, I% will be 
possible here to refer to only a few of the cases decided; but from these the 
general outlincs of the policy may be extracted, 





General Yage Increases and the Cost of Livinz, The present policy of the 
War Labor Board with respect to general wage increases based uvon increases in 
the cost of livins dates from its decision in the Little Steel Case on July 16, 
1942, This was the first case since the announcement of the President's seven- 
point stabilization program on April 27 in which the increased cost of living 
was the chief basis for the wage demand. Prior to Avril 27, claims for general 
wage increases were decided on the basis of standards which gave "relatively 
great woicsht to cost of living chanres which had occurred since the last wage 
adjustment in any case." Although this policy was never oxpressed as a "formula," 
it would apparently mean that the real wace established by the last wage agreement 
would be maintained by granting wage incrcases sufficient to make up the losses 
due to increascs in the cost of living, If, for example, the cost of living at 
the time had risen 5 per cent since the last wagceagreement dato, the workers 
would bo entitled to a 5 per cent increase, Undcr such a policy, the lag of wages 
behind prices would be eliminated in those cases coming before the board, As of 
carly Fobruary, in the languare of tho board, there had not beon "too broad a 
challcngo" to the possibility of maintaining this standard, 

















__ OREGON BUSINESS REVIE\! 


_ mt nn 
<—aS> quae: aap ww ee eee 




















It was not long, horover, before the practicability of maintaining constant 
real waces was thrceatcned by the continued rise in the cost of living, In the 
Intornational Harvestcr Company Case, the board doclared as a basic principle 
that "tho rcoal wage levols which have beon previously arrived at through tho 
channels of collective bargaining and which do not impeded maximum production of 
war materials should be reasonably protected, This does not mean that lnbor can 
expect to receive throughout the war upward changes in its wage structure which 
will ennble it to keep pace with upward changes in the cost of living.” Appli- 
cation of the principle in this case produced a compromise grant of an increase 
of 44 cents on hour instead of the 125 cents demended by the union. 





On April 27, the President, in announcing the program to combat inflation 
on 2 seven-point front, said that "stabilizing the cost of living will mean that 
wages in general can and should be kept at existing scales," but providing that 
due consideration be given to "inequalities and the elimination of substandards 
of living.” The board interpreted this in the Little Steel Case to create an 
entirely new stoudard.s In fact, in the board's terminology, the “rules of the 
game" were so definitely ond abruptly changed that it felt that equitable treat- 
ment for the steel workers required recesnition of the fact that, had the case 
been handled quickly, the workers would have received o lerger increase under the 
old policy than under the new general policy announced in this case, 


For the previous practice, thovgh not strictly adhered to in all cases, of 
grantinse wage increases to compensate for increcscs in living costs since the 
last wage determination, the decision in the Littlc Sicel Case substituted the | 
dete January 1, 1941 as the base from which increases in living costs were to be 


compensated. The “economic theory" behind this new "formula" as expressed in 

the board's decision may be summerized as follows: (1) January 1, 1941 marks 

the end of a period of a relatively stable relationship between wages and cost 

of living and the beginning of a harhazard race between wages and living costs in 
which some workers, throuzh relatively large increases in money wages, received 
gains in real wages while others suffered losses; (2) since the price-control 
prozram makes it possible to “cnll off" the pursuit of prices by wage rates, it 
is necessary for the board to adjust only those incquities in wages which 
developed betiveen the period from Jenuary 1, 1941 to May 1942; (3) this is 
sunuriér to "freezing" wages as of a particular date, since to do that would 
perpetuate the inequities “vhich had developed during cthe period; (4) because the 
cost of living rose about 15 per cont from January 1, 1941 to liay 1942, workers 
whosc average hourly ratcs have increased 15 por ec ont or morc sinco Janucry l, 
1$41 havo hod their established peacctime standards preserved, and are not entitled 
to woge increases on the ground of increases in the cost of living; workers who 


have received less than a 15 per cont increase in avernec hourly rates are en- 
titled to wazse increases measured by the deficiency in present earnings as com- 


pared ivith a 15 per cent increase over the rate in effect on January l. 


Applying the "formula" in this case, the board refused the union demand for 
an increase of 124 cents en hour to compensate for the rise of 13 per cent in 
cost of living since the workers received their last wase increase--April 1, 1941. 
Instead, the deficiency was calculated by the board, under its formula, to be 
3.2 cents per hour, and this was granted as a “stabilization factor.” To this 
was added on incrcasc of 2,5 cents per hour to compensate the stecl workers for 
the ineguitics causcd by the "chanze of rulos in the middle of the gamc,” as 
explained above, and to recozsnize the more rapid increase in cost of living in 
steol towns as compared with the national averazo. 
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The Lit&le Steel formula constitutes a decided improvement over the old 

standard of adjusting wages to compensate for riscs in living costs sinco the 

te of tho last wage determination to tho date of the case, Undor the old 
rulo, it would seem that the attompt would be made to maintain prewar living 
storidards in 2 war cconomy--an absoluto impossibility sinco war means less for 
civilian consumption by all groups. Thus, the significant point of difference 
between the old and the new principles becomes apparent when attention is given 
to the "terminal" established in the Little Steel Case--May 1942. If the board 
should recorcnize the fact that costs of living have continued to rise since that 
date and should adjust its formula upward to include this subsequent rise, there 
would be no roal difference betyecen the two standards, However, the writer has 
discovered no case in which the principle of tho “terminal date" has been 
violated, Rises in the cost of living since May 1942, therefore, constitute 
losses in the real standard of living which are not to be compensated for by the 
board, The superior realism of this policy is obvious. 


It showld be noted that the board's policy was expressed in terms of average 
hourly rates of earnings rather than average weekly earnings. This was an im- 
portant issue in the Little Steel Case, since the union's claim was in part based 
on the fact that the average weekly earnings of steel workers had dropped 
relatively in comparison with averase weekly earnings in other durablco-goods 
industries, The board rejected this as a basis for granting increases, pointing 
out: that the disparity resulted from overtime work in the other durable-goods 
industries, while the average workweck in stcel had been kept at 40 hours or 
below; that to recormize this argument would be equivalent to paying stcel 
workers for hours which were worked by othors; that the statement of the fact- 
finding panel that “weckly carnings should be given more than thoir usual weight 
in the present determination of a just wage for the steel workors" gave no 
basis for cxact computation; and that in only one previous case had average 
woeoxly cdrnings been considered when wage comparisons were significant end in 
that case the operations were highly seasonal, The board held that this changed 
relationship in average weekly earnings can be corrected only by increasing the 
average hours of work in the steel industry. This policy, which has been 
gencrally adhered to by the board, seems in contradiction with the principle of 
the cost-of-living formula, Higher costs of living can be met only with a higher 
averaze weekly wage. ‘Some workers will receive ovortime work at premium hourly 
rates; for others this is impossible, Workers will surely be attracted by 


higher average weekly carnings, even though they are made possible only by over- 
timo work, 





Although the board declared in the Little Steel Case that the use of the 
cost-of-living formula was not to be construed as establishing an "inflexible 
pattern to be rigidly followed if that would unnecessarily lead to an injustice," 
the principle has been so consistently applied as to justify characterizing it 
as a "formula", In some cases, the principle has been given exact mathematical 
expression, Consider the language of the majority opinion in the St. Louis 
Truck Drivers Case (September 1, 1942): "Averace weekly wages for the five classi- 
Tications of truck drivers in January 1941 were $33.50, Tho average wage in- 
crease of $1.06 given in July 1941, raised their wages by 3.1 per cent, The $4,00 
raise hore ordered raises the average wa¢e by the furthor 11.9 per cent needed 
to compensate for the 15 per cent increase in the cost of living," 





Illustrative of a situation in which the board refused to grant a general 
ware increase even though the increases received by the workers between January l, 
1941 and May 1942 had totaled less than the 15 per cent increase in the cost of 
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living is the Lever Brothers Company Case (September 2, 1942). Here, strict 
application of the “yardstick” would call for an increase of 6.8 cents per hour 
in the Cambridge plant and 3,1 cents per hour in the Edgewater plant, But the 
averege hourly wages in the former plant were 9 cents above comparable plants 
in the area and in the latter 11 per cent, The board refused to apply the cost- 
of-living formula where the effect would be to "create an unequal relationship 
where one does not now exist, or intensify an existing inequality," 





In the Aluminum Company Case (August 20, 1942) the board applied the general 
formula to a situation calling, at least in the opinion of the labor members, 
for flexibility. In denying a wage increase, the board took into account previous 
increases (some of which were voluntary, cthers the result of voard decision) 
given to adjust a north-south differential and other adjustments for the purpose 
of eliminatinz inequalities, Also, according to the lebor members, the board 
used as the basis of its comnutations an overeall] aversge of 72.8 cents per hour 
for Janvary 1, 1941, while vlant averages varicd as much as 32 cents per hour, 
With-respect to the first contention, the majority opinion of the board stated: 
"To exclude any, or all, of these plant-wide increases from the total consideration 
and comparison would not be in line with the wa:se stabilization policy of the 
Board,” 


Local and Interrerional Ineoualities, Cases in which the principal issue 
has been the inequality in wage races ror comparable work as betvreen plants in 
the same locality have usually attracted little nationa] attention--compared with 
those involving claims for general wage increases based on increases in the cost 
of living, WNovertheless, these situations are important, since they give rise 
to much discontent ond tend to increase the mobility of the labor force with its 
accompanying losses in time and efficiency. 





Some of the cases already referred to have involved the issue of wage dif- 
ferentials when this factor was in conflict with the principle of stabilization 
of wares on iiving costs, A few cases may be mentioned here which raise the 
issue of differentials without other complicating factors, In a case involving 
thirteen St. Louis jobbing machine shops (August 23, 1942), both interregional 
end local wace differentials were involved, In this case, wage increasscs, 
according to the roport of the special investigator which vas unanimously 
adopted, trerv required because; (1) wa:e rates in the St. Louis job shops are 
lower than jjob-shop rates in comparable areas; (2) St. Louis job-shop rates are 
low in comparison with rates in manufacturing establishments even when due con- 
sideration is given t« the longeestablished differential botrecen the tivo; (3) 
variations in rates paid in the thirtcen subject shops arc rreater than can be 
eccounteod for oy differences in procuct and skill of the work force, In order 
* to stabilize tho labor market, increascs were granted in the low-rate shops. 
These increases wore considered not to be inconsistent vrith the ware stabilization 
program, Similar adjustments were ordered in the Consolidated Steel Corp. Case 
(Aucust 6, 1942) and the Rausch Nut and Manufacturing Company Case (August o2, 
1942), In these cases involving local differentials, the board usually does not 
attempt to eliminete the differentials altorether, since, as it was expressed 
in the Rausch Case, "Time does not permit withholding a decision in a given dispute 
pending the ccmpletion of a scientific job analysis and wage rate study." Instead, 
the differentials are narrowed by adjustments designed to eliminate the major 
inequalities, 








The board appears to be more willing to adjust wages upward to eliminate 
local wage differentials than to upset interregional differentials, especially 
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where the latter are of long standing. In the Textile Cases (August 21, 1942) 
involving 40 New England and 11 southern textile mills, the unions requested a 
general wage increase of 10 cents per hour in the north and 20 cents per hour 

in the south in order to climinate a regional diffcrential, The northorn ie 
joined in the request that the regional differential be olisinated, although — 
without acquiescing in the request for wage increases, The differential, it was 
claimed, gave the southern mills "an wfair competitive advantage” and must be 
eliminated if the industry is to continue in the north, The board reco;nized 
the lower labor costs in the southern mills but pointed to operating differences, 
specialization within recent years upon different fabrics, and the impossibility 
of satisfactorily settling such on issue by the "simple expedient of arranging 
wase rates so that equal average earnings are produced for northern and 

southern mills." MWoreover, it was pointed out that the differential was not 
unusual but of long standing, and that, since the whole industry was operating 
to a large extent as a war industry, there had been a change in the competitive | 
situation, "There is little merit, indeed, to a proposition to readjust the 
differential now, primarily in preparation for post-war competition, at the cost 
of increasing 80 per cent of the industry's employees who work in the south 
beyond that point which is necessary to stabilize wages in that area” The result 
was the board ordered the subject mills to grant increases of 7s cents an hour 
to stabilize wages by eliminating inequalities betwveon wages in the subject mills 
and other mills in the same labor markcts, 





Substandard ‘aces. In addition to pvreserving peacetime standards under the 
cost-of-living :ormula and adjusting inequalities in wage rates, the board was 
also directed by the President to give consideration to the elimination of sub- 
standards of living. Few cases have come to the board in which the sole or 
significant issue was tne elimination of a substandard wage, and what the board 
will consider "substandard" has not yet been established, In the Birdseye 
Cotton 0il Company Case (July 31, 1942) the board granted increases of ¢ cents 
an hour to all employses receiving over 50 cénts and 6 cents to all receiving 
less than 50 cents an hour, These employees were mainly negrocs working in 
Memphis, Tennessce, On this issue the decision vas unanimous. On another point, 
involving the Fair Labor Standards Act, the labor mombers dissented from the 
majority opinion continuing the existing 48-hour week at straight time. Under 
the act, employces enzazed in vrocessing cottonseed are not grantcd overtime for 
work after 40 hours, The employee members claimed that the only justification 
Zor this exemption was the scasonal nature of such mills and that the mill in- 
volved in this case was not scasonal, They voinied out that, in its decisions 
on union security, the board has hold that the Nationai Labor Relations Act does 
not establish the maximum sccurity to which a wnion is entitled, and argued that 
@ similar view should be taken with respect to the Fair Laovor “Standards Act; that 
is, that the act should not be considered as establishing maximum standards where 
prosress peyond those standards has not yet been achieved by collective bargaining. 





The War Labor Board and a National Wage Policy. the cases just cited clearly 
indicate te ata nacure and complexity of the problems which would arise should a 
policy of controlling all wages--in defense and nondefense industries and those 
voluntarily agreed upon by labor and management as well as wage rates in dispute 
--be adopted as part of our many-sided attack against inflation. The policies 
developed in those cases which come to the “ar Labor Board may indicate the 
direction of future legislative or administrative action to expand the area of 
wage control. 
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If these policies do not seem entirely definitive, or if it appears that 
they have not always been epvlied with complete consistency, the circumstances 
in which the issues must be settled should be taken into account. Cases before 
the board represcnt disputes which the ordinary methods of collective bargaining 
and the couciliation services of the Yepartment of Labor have failed to settle, 
Tension is therefore creat and attitudes arc fixed, Over all is the necossity 
to act quickly in order %o avoid losscs throvch strikes, and to relieve u- 
certainitics as to the conditions of cmployment during tho poriod in which the 
workers involved have foregone the risht to striks while their interests are 
being dctormined, In eddition, it shovld be romembered that tho anti-inflation 
program has bcen developing during the period of the board's administration, 
and that the government has not been particularly courageous in implementing 
the program. 


As control over form prices is achieved, the policies of the War Labor Board 
may be excended to cll wape agreements. If a cost-of-living formula is adopted, 
it should be recognized that it rrill be impossible to compensate fcr cll rises 
in the cost of living. Ii price ceilings are to be maintained, there is only one 
condition under which wages could be continually raised to equal changes in 
living costs: a system in which purchasing power in adequate omounts is drained 
off by enforced savings. This would likewise reduce standards of livinzg--fron 
which there is no escape, Since a system of forced savings does not seem to 
be an early possibility, the principle of a "terminal" beyond which rises in 
the cost of living will not be compensated is an absolute necessity, 
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General Business. Business activity in general in Oreron, as measured by 
debits to accounts of 93 benks and branches throughout the state, continued to 
increase in July and August. Increascs have occurred regularly since April, In 
July, bank debits were 3,4 per cent above Jue, and August showed an increase of 
59.0 per cent. Percentare changes by areas are shovm in the following table: 


% Change (adjusted for days) 


July over June August over July 
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Retail Sales. Sales of independent Ore7on retailers, as reported to the 
San Francisco office of the U, S, Bureau of the Census, increased 1.0 per cent 
in July and 7.9 per cent in August over the preceding months, July 1942 sales 
were 5,9 per cent higher then sales in the corresponding month 2 year.cgo, 
while August 1942 sales were 8,6 per cent above August 1941. Percentage changes 
by lines of merchandise were as follows: 
% Chanze (adjusted for days) 
July August August 1942 
over over over 
June July August 1941 
6.7% 4 9.8% 
0,3 423,7 
4.0 $26.5 
1.5 433.0 
70% #2965 
° ~62.0 
- 5.2 
+ 0.7 





Department Stores 

Food Stores 

Eating and Drinking Places 
Drug Stores 

Apparel Stores 

Motor Vehicle Dealers 
Furniture-Household-Radio Group 
Lumber-Buildin;-Hardware Group 
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August sales of Portland stores were 16 per cent higher than in August 1941; 
stores in Salem gained 5 per cent; sales in Astoria, Burene, and Klamath Falls 
showed losses on the averere of 17, 5, and 15 per cent, respectively, Stores in 
rural areas (less than 2,500 population) reported an averaze gain of 5 per cent 
over August 1941, Percentazse chenges in July and August by arcas were as follows: 


% Chance (adjusted for days) 
July August August 1942 
over over over 


June July August 1941 


413.4% + 4,9% 
413.0 410, 

$ $,5 4 
411,4 => | 
$12.2 

$ 3,6 | 
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Building Permits, Permits issued by 42 Oregon cities in August for all 
types of construction total $2,043,403, an increase of 85.5 per cent over 
July. Of the total, $1,354,345 was for new residential construction (an increase 
of 49.2 per cent), $1,017,530 for new non-residential construction (an increase 
of 231.3 ver cent), and $161,728 ror additions, alterations, and repairs (an 
increase of 8.3 per cent,) 


Permits for now residential building in Portland accounted for all but 
$69,280 of the state total, Of the Portland total of $1,295,065, permits taken 
by Federal a;encies for defense housing amounted to $909,600, Portland also 
accounted for practically all of the new non-residential permits, 
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Lumber Production. Production, shipments, orders received, and unfilled 
orders in the west Coast (Yestern Cregon and Western Washington) and Western 
Pine (Eastern Oregon and Eastern ‘Yashin-ton) areas were reported by the National 
Lumber ijanufacturers Association for July and August 1942.as compared with the 
same months a year azo as follows: 





% Change over 1941 
July August 
West Coast 
Production ~28,4% 
Shipments - 8,9 
Orders Received 413.0 


Urfilled Orders $40,5 


Western Pine 
Production ~- 2el 
Shipments . -11,0 
Orders Received - 5,3 
Unfilled Orders 410.0 


Lifs Insurance Sales, Sales of ordinary life insurance in Oregon decreased 
728 per cent in August as compared with July. August sales were 80 per cent of 
August 1941 sales and 89 per cent of the 1937-1941 averare, Sales for this to 
date are 3 ner cent above 1941 and 5 per cent above the 1937-1941 averaze. 


Recent Changes in the Cost of Living. The most recent compilation of the 
index of cost of living of the Bureau of Labor Statistics shows that the cost 
of living in large cities reached 117.4 per cent of the 1955-1939 level by 
August 15, Since mid-May 1942, when the Genernl Maximum Price Regulation became 
effective, living costs have increased 1.2 per cent, which is a marked decline 
in the rate of increase, Since May 15, increases in food costs have led other 
items in the costs of livinz, having cone up 3,7 ner cent. Food items subject 
to OPA resulation have declined sligntly, but uncontrolled items increased 9,8 
per cent. Clothing, rents, ani housefrurnishings have declined. Increases in 
Pacific Coast cities have been sreater than in other regions, especially in fcod. 
On August 18, the national increase in cost of food items for the past year was 
16,8 per cent, Increases during the same period for Pacific Coast cities were: 
Los Angeles, 25.2 per cent; Portland, 20.6 per cent; San Francisco, 20.2 per 
cent; Seattle, 21.3 per cent, 
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